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U.S. CHARGES MANHATTAN | NVESTMENT ADVI SOR
W TH DEFRAUDI NG M LLI ONS FROM | NVESTORS

JAMES B. COVEY, the United States Attorney for the
Sout hern District of New York, announced the arrest today of TODD
M EBERHARD, a Manhatt an-based investnent advisor and securities
broker, on securities and mail fraud charges. The charges arise
fromhis alleged participation in a schene to defraud his clients
of mllions of dollars, including one client, who, according to
court documents, lost nmore than $10 million. The charges, which
are contained in a crimnal Conplaint unseal ed today in Manhattan
federal court, allege that EBERHARD participated in a nulti-year
schenme in which he “churned” (unnecessarily traded stocks for the
primary purpose of gaining conm ssions) clients accounts, forged
client signatures, msappropriated client funds, and provided
fabricated account statenents to clients to conceal his fraud.

According to the Conpl ai nt, EBERHARD conduct ed busi ness

t hrough two Manhattan-based entities that he controlled: Park



South Securities, LLC (“Park South”), an investnent advisory firm
registered with the United States Securities and Exchange

Comm ssion (the “SEC’); and Eberhard | nvestnent Advisors (“EIA"),
an unregi stered financial services firm The Conplaint alleges

t hat EBERHARD systenmatically defrauded his investnent advisory
clients by using his discretionary authority over client accounts
to enter into volum nous trades in “Class B Shares,” nutual funds
that carry high fees and are generally regarded as unsuitable
securities for active trading. It is alleged the high-vol une
trading in Cass B Shares generated significant comm ssions and
sales credits for EBERHARD, but resulted in massive | osses for
his clients. The Conplaint also accuses EBERHARD of forging
clients’ signatures to obtain discretionary authority over their
accounts. The churning yielded comm ssions and sales credits for
EBERHARD of approximately $5 million per year, according to the
Conpl ai nt .

As a result of the alleged churning, the Conplaint
charges that EBERHARD was nanmed in numerous custoner conplaints
and clainms, resulting in his entering into settlenents with
clients in which he agreed to pay nore than $4 nmillion. EBERHARD
al l egedly included confidentiality clauses in these settl enent
agreenents that, in violation of NASD rules, barred the clients
from cooperating with NASD i nvestigati ons.

In addition to the alleged “churning,” the Conplaint



charges that EBERHARD m sappropriated clients’ funds by making
unaut hori zed transfers of client funds, and nmaking sone transfers
to other clients. To conceal his fraud and m sappropriation,
EBERHARD provided clients with fal se account statenents that

m srepresented the value of assets held. 1In one instance, it is
al | eged, EBERHARD provided a victimw th fabricated account
statenents that reflected that over $8 million was held in
accounts in the client’s nane. According to the Conplaint, the
accounts were not held in the client’s nane and contained | ess
than $2 mllion.

The Conpl ai nt charges EBERHARD wi th securities fraud
and mail fraud. |If convicted of the securities fraud count,
EBERHARD faces a maxi mum penalty of 25 years in prison, and a
fine of the greatest of $1 nmillion, or twice the gross gain or
gross loss fromthe offense. |If convicted of the mail fraud
count EBERHARD faces a maxi num penalty of 20 years in prison and
a $1l million fine, or twice the gross gain or gross loss fromthe
of f ense.

In a separate action, the SEC today filed civil
securities fraud charges agai nst EBERHARD, Park South and EIA in
Manhat t an federal court

EBERHARD, 39, lives in New York, New York. He was
arrested this norning and is expected to appear in Manhattan

federal court |ater today.



M. COMEY praised the efforts of the U S. Postal
| nspection Service in the investigation of this case. M. Coney
al so expressed gratitude to the SEC and to NASD for their
assistance in this matter.

Assi stant United States Attorney JULI AN D. SCHREI BMAN
is in charge of the prosecution.

The charges contained in the Conplaint are nerely
accusations, and the defendant is presunmed i nnocent unless and
until proven guilty.
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